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FROM: . A'j,g;;:Ch1ef, Leglslat1on D1v151on'fyy A
. U office of Legislative Liaison o

SUBJECT: - - OPM Supplemental Retirement Plan| - : ~ @ . =

‘ 1.‘ The Agency has been requested to comment on . the ,{- ”":
' attached draft "Federal’ Employee s Retirement System Act of . R
. 1985", .which represents OPM's proposed-new. retlrement system - V T

for those Federal . employees. (hired after. December| 31 .1983)- who' e
‘are covered by Social Securlty. CI—would“apprecrate“rece1v1ng

your—commentscon:the-attached—proposal~no later—than—COB~Fr1daﬁ,n
c12~Apr1I—1985~ _ LT e s _‘*‘"“T

i

2.. As you know, the Soc1al Secur1ty amendments of 1983
;prov1ded ‘that new Federal :employees hired-on or a;ter TS B
* January 1, 1984 would be covered under Social Secprlty. Thesel

amendments presently apply with respect to all newly hired .
Agency employees. ‘During the past two-year perlod, we have | -
been ‘operating under a special transitional retlrement ‘system
., for these newly hired employees with. the. understandlng that an:
; ﬁentlrely new retirement system, 1ntended to suppﬂement Social
Security, would be established for these new employees by the ;*
.. end of 1985. The attached Federal Employee's. Ret1rement System . .

Act that is’ proposed by 'OPM sets forth this new retlrement
system._p L »

. | -

3. The attached proposal would establlsh a def1ned
~contribution plan wherein’ employing agencies would contribute -
"11.6% of each. employee s wages to a retirement fund ‘to be held
-in an account in the Treasury for that employee.i This 11.6% '

"~ .contribution would be funded through specific appropriation by .
‘the employing" agency and would not be taken out of the - :

..employee's salary. The employee would, of course, still’ pay au'

+ - percentage of his salary for Social Security coverage. In

. addltlon, -the employee could voluntar1ly contr1bﬁte up to .

- $5,000 per-year into a Federal -employee” IRA. ‘Benefits under '
both the defined contribution plan and this voluntary IRA would
be available at age 59-1/2. ' Early retirement under’ the A
, proposal would continue, to be permltted for law’ enforcement :

offlcers, fire fighters, and a1r traff1c controllers.
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4. As you are aware, the Director,
OMB, has requested that the Agency's emp
?ertaig of the Administration's proposed
1nc1ud1ng specifically those changes affecting early retirement
for specific groups of Federal employees. While OMB has orall
consented to exempt CIARDS participants from certain of these Y
proposed 9hanges, no decision has yet been made by OMB to
exf:gd.thli exe?ption to include CIA Civil Service
participants. n providing your comments on i
you should assume that Agency employees hiredtgi gitzizzg piit.
December 1, 1984 will be subject to the pProposal's provisions.

in correspondence with
loyegs be exempted from
retirement changes,
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uz ' United States
g » Office of
~2) Personnel Management  washington, D.C. 20415

In Rephy, Reter To Yuur Refererv e

° Honorable David A. Stockman
Director ' ' _
Office of Management and Budget .
Washington, D.C. 20503

MR P10 1085

Attention: Assistant Director
for Legislative Reference

Dear Mr. Stockman:

The Office of Personnel Management has

proposal, "To amend title 5, United Sta
Employees' Retirement System to su
for other purposes,"”

pPrepared the enclosed legislative
tes Code, to establish a Federal
rplement Social Security benefits, and
together with appropriate accompanying documents.

Since January 1, 1984, new Federal employees and certain other individ-
uals in all three branches of Government have been covered. by Social
Security. The existing Civil Service Retirement System predated the
Social Security System and, thus, was designed to stand alone as the
sole source of retirement income. There is a congensus, expressed in
Public Law 98-168, that Social Security coverage for Federal employees

should be supplemented by an employer-sponsored staff retirement plan,
as it is for many private sector employees. '

The enclosed proposal would establish a system to provide additional
retirement income to new Federal employees who would be covered by
Social Security. The cost of this defined contribution plan would
be in line with the pension costs of generous private sector pension
plans, about 19 percent of pay including the employer share of Social

Security taxes. All of the money would be invested in Treasury
securities. '

We would appreciate receiving your advice as to wvhether the gubmission

of this legislative proposal to Congress would be consistent with the
Administration's program. :

Sincerely,

. - s \/ T — i .
- i Donald J. Devine
: Ditector

Enclosures
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((IE United States

N Office of

.~ Personnel Management  washingion. b.C. 20415

In Reisy, Reter To, Your Reterence

‘Honorable George Bush .
President of the Senate
Washington, D.C. 20510

Dear Mr. President:

The Office of Personnel Hanagement submits herewith a legislative proposal,
"To amend title 5, United States Code, to establish a Federal Employees'
Retirement System to supplement Social Security benefits, and for other

purposes.” We request that you refer this proposal to the appropriate
comnittee for early consideration.

There is an urgent need to create a supplemental retirement program for
new employees hired after January 1, 1984, After that date, new Federal
employees and certain other individuals in all three branches of Govern-
ment have been covered by Social Security, but without any permanent
additional staff retirement plan. The existing Civil Service Retirement
System predated the Social Security system and, therefore, was designed
to stand alone as the sole source of retirement income. With the pass-

age of Public Law 98-168, a Congressional consensus was created to adopt
a complementary staff retirement plan for Federal employees.

A recent study for the executive branch by the consulting firm of Towers,
Perrin, Forster and Crosby found that benefits under the present retire-
ment system are distributed very unequally. They found that about 45
percent of new entrants into the existing retirement system actually
subsidized that system, and another 15 percent received few real benefits,
Others, retiring as early as age 55, do very well. The system is none-
theless costly compared to plans in the private sector. The consulting
firm found that the actuarial cost to the Govermment is 28 percent of its
payroll, compared to the average non-Federal retirement plan in the pri-
vate sector including Social Security, of 17 percent of payroll. And

the dynamic unfunded liability i{s an incredible $528.1 billion. Since
employees contribute only seven percent of pay to the system the remain-
ing 80 percent of the cost must be borne by the taxpayer.

The Administration proposal would avoid the unfairness of the present
system. Its major feature would add to Social Security a wholly
Government-supported defined contribution retirement system. Employees
will pay nothing beyond Social Security. The new system will avoid the
bias in favor of very long-term employees, by providing full vesting

rights after just one year of employment. Most employees would be able

to receive benefits, rather than the many subsidizing the few. A Federal -
employee IRA is established with contributions up to $5,000 per year with
benefits available at age 59 1/2, the same as for a private IRA. The total
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Honorable George Bush

cost to the Government would be 19 perceat of payroll, above the average
value in the private sector and comparable to the level of benefits
offered by Fortune 500 corporations. Employees covered under the exist-

. irg system would be eligible to transfer to the new system., We expect
many employees with relatively short periods of service to exercise this
option.

Specifically, the proposal includes the following major provisions:

- Agencies would contribute 11.6 percent of pay to the supplemental
plan, plus an additional amount for certain special features,
such as disability benefits. Although employees would not be
required to contribute any funds to the basic defined contribu-
tion plan, they could contribute up to $5,000 annually to a
special Federal employees savings account. Benefits would
depend on these amounts, plus interest earned by this money.

Employees could retire as early as age 59 1/2 with as little as
one year of service. That is, vesting would take place after
one year. Retirement under Social Security, of course, cannot
take place evea for reduced benefits until age 62,

Employees could elect a variety of forms of annuity, including
an annuity with annual increases based upon inflation (coLa),

or they could receive a lump-sum payment for the balance in
their account.

Early retirement would continue to be permitted for law enforce-
ment officers, firefighters, and air traffic controllers. In
order to make early retirement feasible, a special supplement
will be paid to these employees until Social Security begins at
age 62. These special benefits will be pre-funded through a
surcharge to agencies employlng each of these special employees.

Amounts owed to individuals would be separately identified and
balances kept separately, but funded through the existing Civil

Service Retirement System account and managed by the Office of
Personnel Management.

The unfunied liability of the existing Civil Service Retirement
. System would be paid off by the Treasury in forty years, thus

ensuring that sufficient funds would be available so that the
system can wmeet its remaining obligations.

We believe the supplemental retirement plan would serve as a sound
recruitment and retention incentive for Federal employees and would
achieve a much needed balance between the desire of Federal employees to
have a good retirement system and the demands of the Nation's taxpayers
for restraint in the costs of Government programs. It would be fully
funded, rather than create a half trillion dollar liability, Most im-
portantly, it would be fair to all Federal employees.
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Hohéfasle Géptge‘Bush

cost to the Government would be 19 perceat of payroll,
~ value in the private sector and comparable to the level
, offered by Fortune 500 corporations. Enployees covered under the exist-
. - . irg system would be eligible to transfer to the new system. We expect

many employees with relatively short periods of service to exercise this
option.‘ * ’ : ‘ ! .

abov% the average
of benefits

Speclfically, the proposal includes the following majof pro@isions:

-~ Agencies would contribute 11,6 percent of pay to thegsupplementalv_
plan, plus an additional amount for certain special features,
such as disability benefits., Although employees would not be
required to contribute any funds to the basic defined contribu-
. tion plan, they could contribute up to $5,000 annually to a
special Federal employees savings account., Benefits}would
 depend on these amounts, plus interest earned by this money.

Employees could retire as early as agé 59 1/2 with aq little as
one year of service. That {is, vesting would take place after
"one year. Retirement under Social Security, of course,

cannot
. take place evea for reduced benefits until age 62,

Employees could elect a variety of forms'of_annuity,nincluding

an annuity with annual increases based upon inflation (COLA), '

or they could receive a lump-sum payment for the balance in
- thelr account. R T o

- = Early retirement would continue to be permitted for law enforce- .

© . ment officers, firefighters, and air traffic controllers. 1In
_order to make early retirement feasible, a special supplement
-will be paid to these employees until Social Security begins at
age 62.. These special benefits will be pre-funded through a
surcharge to agencies employing each of these special employees.

Amoﬁnts owed to individuals would be separately idenéified and
‘balances kept separately, but funded through the existing Civil

- Service Retirement System account and managed by the Office of
.Personnel Management. ‘

The unfunded liability of the existing Civil Service:Retirement
- System would be paid off by the Treasury in forty .years, thus

ensuring that sufficient funds would be available so that the
system can meet its remaining obligations.

We believe the supplemental retirement pPlan would serve as é sound

© . recruitment and retention incentive for Federal employees and would . ..

‘achieve a much needed balance between the desire of Federal employees to
~ have a good retirement system and the demands of the Nation's taxpayers
for restraint in the costs of Government programs. It would be fully

funded, rather than create a half trillion dollar 1

ability, Most im-
portantly, it would be fair to all Federal employees ‘
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A Honorable George Bush

The Office of Management and Budget advises that enactment of this pro-
popal would be_invaccord with the program of the President,

A sinilar letter 1s being sent to the Speaker of the Rouse of
Representatives. : :

Sincerely,

Donald J. Devine
Pirector

Enclosures

i L
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- The Office of Hénagemeﬂt and Budget advises that”enactnént of this pro-
N ... posal would be in aqcord with the program of the President.

" o " A similar letter is being sent to the Speaker of the'nobse of
' Representatives. ‘

Sincere}y, v ‘ :

Donald q. bevine
DPirector '

‘Enclosures
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_ ljnited States
Office of

Persor_mel Mana'gement Washington, D.C. 20415

In Reply Reter To . Yout Reference

. A
Honorable Thomas P. 0'Neill, J}. *
Speaker of the House of Representatives
Washington, D.C. 20515

t

i

|

|
Dear Mr. Speaker: ;
The Office of Personnel Manageﬁent submits herewith a legislative proposal,.<
"To amend title S, United Statgs Code, to establish a Federal Employees'
Retirement System to supplemen; Social Security benefits, and for other

purposes.” We request that you refer this Proposal to the appropriate
committee for early considerat%on. ‘

There is an urgent need to create a supplemental retirement program for
nev employees hired after January 1, 1984,

After that date, new Federal
employees and certain other individuals in all three branches of Govern-

ment have been covered by Socfal Security, but without any permanent
additional staff retirement plan. The existing Civil Service Retirement
System predated the Social Security system and, therefore, was designed
to stand alone as the sole source of retirement income. With the pass-
age of Public Law 98-168, a Congressional consensus was Created to adopt
a complementary staff retirement plan for Federal employees.

A recent study for the executive branch by the consulting firm of Towers,
Perrin, Forster and Crosby fouqd that benefits under the Present retire-
ment system are distributed very unequally. They found that about 45
percent of new entrants into the existing retirement system actually
subsidized that system, and another 15 percent received few real benefits.
Others, retiring as early as age 55, do very well. The system is none-
theless costly compared to plaés in the private sector. The consulting
firm found that the actuarial cost to the Government is 28 percent of its
payroll, compared to the average non-Federal retirement plan in the pri-
vate sector including Social Security, of 17 percent of payroll. And

the dynamic unfunded liability is an incredible $528.1 billion. Since
employees contribute only seven percent of Pay to the system the remain-
ing 80 percent of the costvmusﬁ be borne by the taxpayer.

The Administration Proposal would avo
system. Its major feature would add to Social Security a wholly _
Government-supported defined contribution retirement system. Employees
will pay nothing beyond Social Security. The new system will avoid the
bias in favor of very long-term employees, by providing full vesting

rights after just one year of employment. Most employees would be able

to receive benefits, rather than the many subsidizing the few. A Federal
employee IRA is established with contributions up to $5,000 per year with
benefits available at age 59 1/2, the same as for a pPrivate IRA. The total’

I L

id the unfairness of the present
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Honorable Thomas P. 0'Neill, Jr.

cost to the Government would be 19 percent of pa&roll, above the averagen
value in the private sector and comparadle to the level of benefits
offered by Fortune 500 corporatiouns. Enployees covered under the exist-

. ing system would be eligible to transfer to the new system. We expect
many employees with relatively short periods of service to exercise this
option. .

Specifically, the proposal includes the following major provisions: -

- Agencies would contribute 11.6 percent of pay to the supplemental
plaa, plus an additional amount for certain special features,
such as disahility benefits. Although employeces would not be
required to contribute any funds to the basic defined contribu-
tion plan, they could contribute up to $5,000 annually to a
speclal Federal employees savings account. Benefits would
depend on these amounts, plus interest earned by this money,

- Employees could retire as early as age 59 1/2 with as little as
one year of service. That is, vesting would take place after
one year. Retirement under Soclal Security, of course, cannot
take place even for reduced benefits until age 62,

Employees could elect a variety of forms of annuity, including
an annuity with annual increases based upon inflation (COLA),

or they could receive a lump-sum payment for the balance in
their account. - :

- Early retirement would continue to bhe permitted for law enforce-
ment officers, firefighters, and air traffic controllers. 1In i
order to make early retirement feasible, a special supplement
will be paid to these employees until Social Security begins at
age 62. These special benefits will be pre-funded through a
surcharge to agencies employing each of these special employees,

Amounts owed to individuals would be separately identified and !
balances kept separately, but funded through the existing Civil ,

Service Retirement System account and managed by the Office of
Personnel Managenent.

The unfunded liability of the existing Civil Service Retirement
System would be paid off by the Treasury ia forty years, thus
ensuring that sufficient funds would be available so that the '
‘system can wmeet its remaining obligations.

We believe the supplemental retirement Plan would serve as a sound
recruitment and reteantion incentive for Federal employees and would
achieve a much needed balance between the desire of Federal employees to
have a good retirement system and the demands of the Nation's taxpayers
for restraiat in the costs of Government programs. ‘It would be fully ‘ |
funded, rather than create a half trillion dollar liability. Most im-
portantly, it would be fair to all Federal employees,
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Honorable Thomas P, O'Neill, Jr.

The Office of Management and Budget advises that enactmeant of this pro-
posal would be in accord with the progran of the President.

A similar letter is being sent to the President of the Senate.

Sincerely,

Donald J. Devine
DPirector

Enclosures
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STATEMENT OF PURPOSE
AND JUSTIFICATION

To accompany a bil}

"To amend title 5, United States Code, to establish a
Federal Employees' Retirement System to supplement
Social Security benefits, and for other purposes.”

This draft bili would estahlish a new retirement system for those Federal
employees who are covered by Social Security. The Civil Service Retirement
System was established prior to Social Security, and was designed to be
adequate as the sole source of retirement income for Federal employees.

In 1983, however, Congress enacted the Social Security Amendments of 1983,
which, among other Social Security changes, brought new Federal employees

(and certain others) under Social Security, beginning with those first hired
on or after January 1, 1984, Later in 1983, recognizing that dual coverage
under Social Security and the Civil Service Retirement System would be too
costly for affected employees and the Government, and would provide an
unnecessarily high level of henefits as well, Congress estahlished a special
transitional retirement system for the affected employees, with the expectation
that an entirely new retirement system, designed to supplement Social Security,
would be established by the end of 1985, The Federal Employees' Retirement

System that would he established by this bill is designed to fulfill this

need.

This new Retirement System would be a defined contribuy
plan where a predetermined amount of money is set aside each year to provide
for an employee's retirement, and the retirement benefit is determined by

the amount of morey that has been accumulated during the employee's Career,
inciuding the interest the money has earned. Under the Federal Employees’
Retirement System, employing agencies would contribute 11.6 percent of each
employee's wages to the Retirement Fund, to be held in an account in the
would, of course, be in addition

reasury for that employee. This contribution
to the employer share of Social Security taxes, which the agency would also
be paying.

tion plan, that is, a

For every empioyee who works at least one year,
automatically vested. When the employee reaches
that individuals can begin drawing on their Indiv
(IRA) savings--and separates from the Government, he or she could receive the
amount that has accumulated in his or her account, including the interest the
Treasury has paid on it over the years. At the employee's option, the money
could be received either in a lump sum or as an annuity., A variety of forms of
annuity would be provided, including fixed term annuities, life annuities, joint
and survivor annuities (which would be required for married employees unless
jointly waived by the employee and spouse), and annuities with cost-of-living

this money would be fully and
age 59 1/2--the same age
idual Retirement Account

Sanitized Copy Approved for Release 2011/03/11 : CIA-RDP88G00186R001201590017-0



o For.both'cétegories'ofidisability;hene

I
e et LISt L1 Y U S 1 )

. disabled would be entitled to receive,
. the disability, a benefit equal to 60 p

. ~Consumer Price Index.. While the emp!

‘employing agencies to the Retirement Fund,
;. disability benefits, - The cost could be varj

S, 't could be varied from agency ‘to agency; if - ...

‘agencies have unusually high or low rates of disahility. ! :

- .The new Retiremeht System woulid also. include

 balance in the,deceasedzemployee‘sjretirement

. 1east that much, either iin Tump
“would, of course, be in addition to Socia) Security s

“their retirement accounts, either in Tump-su

~ment until age 62.. This special benefit woul
~_normal cost payment

to the Fund, and the amount, contributed would be deductib]

l
!
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adjusthents._\The'amounts_of‘a11 ¢f ;he&fbrmS;ofiaﬁnuity would be aétuarial]y
determined, on the hasis of the halance in the employee's account at the time
the annuity comepces.,. e e e Doae L S

The new ReiireMéﬁt"SyEtém‘wouldﬂincTudeigéne}du§;diSabiTity'behéfitf.h'Ahﬁl'
employee who, after completing at least 18 months of service, becomes totally
starting six months after the onset of

‘ ercent of the presdisabiljty‘sa1any,
reduced by the amount of any Social Sec

, urity disability benefit.| If the
employee is not totally disabled (i.e., nnt disabled to the degree required
‘under the Social Security definition of disahilit

0C hility), but is unable to perform
 the duties of his or her position (or of any -
- agency could reassign the employee without a

other position to which: the
pay cut and within the same
commuting area), the benefit would be. 40 perc

ficiaries, the amount of the benefit

-would be increased in ‘subsequent years by the percentage change in the L
oOyee iis on the disability rolls, the

former employing agency would continue to contribute 11.6 p ‘

: ay incr to. nt in“the Retirement.Fund, -

Then, at age 65, the special'disahi]ity,benefits would end, and the employee

would begin receiving regular Social Security benefits and the énnuity or.
-sum irement account. The special

1

special benefits fo% survivors of
ouse would be entitled to the
-account, eitheriasihr}umpvsum“
thar one year's Pay, in.the .-
pouse would be entitled to at.

employees who die in service, R-surviving sp
or as an arnuity, However, if there was less
employee's retirement account, the surviving s

urvivor benefits,
The new Retirement System would preserve the ahility of certain special
categories of employees to retire early. It is impractical and uhdeSTrable
to expect law enforcement,officers; firefighters, and air traffici controllers
to work at these johs until they reach eligibility for Social Se urity benefits
at age 62. Therefore, these employees would he permitted to reti?e;abd receive

m Or annuity form, as/early as |

age 50, and would also receive a special benefit, designed to approximate .
their expected Social Security benefit, from the date of their ea*ly retire-

d e financed hy a special
to the Retirement Fund,, .

$

Y the employing agencies -
Ahofﬁerfmajdr.feéihrebof,thé new Rétir “
Savings Plan. Under ‘this:Plan, employees could contribute up to $5,000 a year

L b

ent of the pre-disability salary,

“Sum or. annuity form. .These surviyor@benefits orie

ement -System would he,a,FedéralgEmplqyees‘:

e from the employee's

i
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gross income in the year contributed. The Mmoney contrihuted would be held in

the Fund, earning interest, and i :
same manner as an IRA. » and would he available for distribution in the

The bill also includes provisi i
ons affecting the current Civi i
gzzzgz. aimp}gy:z:yuzq:r ::at System would be permitted tov;;v:e{;1:ﬁekﬁ::rement
» ar ) 1d, their account in the new Retirement S !
:gz]gissl122i3;EZegit?tgsézgdS;;:: a]]lof their accumulatéd co%ii?gu:ig::i:op]an
i tis M, plus an equal amount re i
matching agency contributions, plus an amount representing tggeiﬁgz;zgttzgeir

own and the agency contribution n Yo
Service Retirement Fund., s have earned while invested in the Civi]

Since no new employees will b i
0 e entering the Civil Service Reti i
ﬁgitfﬁizri%nﬁzﬁ-h§]] énsures the financial ability of that g%;::gegtsfz;t:m "
1al obligations. This will be dore by paying off thi unfunged
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A BILL

To amend title 5, United States Code. to establish a Federal Em-

Ployees' Retirement System to supplement Social Security
benefits, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United

States of America in Congress assembled, That this Act may be cited as the

"Federal Employees' Retirement System Act of 1985",

Sec. 2. (a) Chapter 83 of title 5, United States Code, is amended by
adding at the end thereof the following new subchapter.

“SUBCHAPTER IV--FEDERAL EMPLOYEES' RETIREMENT SYSTEM
"§8351. Purpose

"It is the purpose of this subchapter to establish a Federal Employees'
Retirement System under which those employees of the United States who are
subject to the provisions of the Socia} Security Act may accrue and receive,

as deferred compensation for their service, retirement, survivor, and dis-

ability benefits to supplement the old age, survivors, and disability

benefits provided under title II of the Social Security Act, and to en-
courage and facilitate savings by such employees.
“§8352. Definitions

"For the purpose of this subchapter--

“"(1) 'employee' means--

"(A) an employee as defined in section 2105 of this title;

"(B) a Member of Congress as defined in section 2106 of

this title;

“(C) a Congressional employee as defined in section 2107
of this title;

"(D) an employee of the United States Postal Service or

the Postal Rate Commissibn; and
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SECTION-BY-SECTION ANALYSIS
"To Accompany a Draft Bill

“To amend title 5, United States Code, to establish a Federal

Employees' Retirement System to Supplement Social Security
Benefits, and for other purposes.”

The first section titles the bill as the "Federal Employees' Retirement
System Act of 1985.7

Section 2 contains amendments to chapter 83 of title 5, United States

Code, designed to establish a system to provide additional retirement income
to those Federal employees who are covered by Social Security.

Subsection 2(a) establishes the Federal Employees' Retirement System by adding
a new subchapter IV as follows:

Section 8351. Purpose

This section states that the purposes of this subchapter are to establish a
Federal Employees' Retirement System so that employees of the United States
who are covered by Social Security may supplement those benefits with
deferred compensation in the form of retirement, survivor, and disability
benefits, and to encourage and facilitate savings by such employees.

Section 8352. Definitions

Paragraph [1] of this section defines “"employee™ as including: an employee
as defined in section 2105 of title 5, United States Code; a Member of
Congress as defined in section 2106 of that title; a Congressional employee
as defined in section 2107 of that title; an employee of the United States
Postal Service or the Postal Rate Commission; and an individual appointed
to the office staff of a former President under section 1(b) of the Act of
August 25, 1958; and excluding: a justice or judge of the United States,

as defined by section 451 of title 28, United States Code; an individual
subject to another retirement system for employees of the United States;
and an individual who performs temporary or intermittent service (but not
i{ndividuals hired for part-time career employment as defined in section
3401(2) of title 5, United States Code) and is excluded on that basis by
regulations of the Office of Personnel Mangement in the case of an individ-

ual employed by an executive agency, or the appointing official or head of
an employing agency outside the executive branch.

Paragraph (2) of this section defines “"wages™ to be as defined in section

3121(a) of title 26, United States Code, including remuneration excluded
by paragraph (1) of such section 3121(a).

Paragraph (3) of this section defines "Fund” as the Federal Employees'
Retirement Fund established under by 8358 of title 5, United States
Code, within the Civil Service Retirement and Disability Fund.
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employee on whose behalf an account is being held with an annual statement
of the account balance.

Subsection (b) of this section provides that,
covered employment with less than one continuous year of such service, any
money in the employee's account is irrevocably forfeited for use by the

Office of Personnel Mangement as provided in section 8358(b)(1) of title 5,
United States Code.

for any employee who leaves

Subsection (c) of this section provides that, except as specified in sub-
section (b) of this section, at the later of age 59%&(age 50 in the case
of a law enforcement of ficer, firefighter, or air traffic controller) or
separation from covered employment, an employee or former employee may
apply for and is entitled to either a lump-sum payment of the balance in
the employee's account or an annuity paid on the basis of that balance

as provided in subsection (d) of this section. '

Subsection (d) of this section requires the Office of Pe
to provide for a variety of forms of annuity,
fixed terms of years, annuities for the lives of the employee and spouse
(which are automatically provided to each married employee unless jointly
waived by the employee and spouse), annuities for the lives of the employee

and an individual having an insurable interest in the employee, and annui-
ties which increase in response to inflation.

under this system be determined in accordance with
actuarial principles and without regard to sex.

rsonnel Management
including annuities for

generally accepted

Subsection (e) of this section provides that if an employee or former em-
ployee dies after completing at least 18 months of covered service, but
before receiving payment of the lump-sum balance in the retirement account
or an initial annuity payment, and is survived by a spouse, the surviving
spouse is entitled to elect either a lump-sum payment or an annuity based
on the balance in the employee's account, or, in the case of an active
employee who dies while covered by the system, an amount equal to the

employee's final annual rate of basic pay if that exceeds the employee's
account balance.

Subsection (f) of this section provides that if
employee dies after completing at least one
before receiving payment of the lump-sum balance or an initial annuity
payment, and is not survived by a spouse who 1s entitled to benefitsg
under subsection (e) of this section, the balance in the employee's
account is to be distributed in accordance with regulations of the
Office of Personnel Management which are consistent with section 8342(c)

an employee or former
year of covered service but

of title 5, United States Code.

Section 8355. Disability benefits

Subsection (a) of this section provides that an employee who completes

18 months of covered service, and 1s either disabled within the definition
of disability in section 223 of the Social Security Act or determined by the
Office of Personnel Management to be unable, because of disease or injury,
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to perform useful and efficient service in the employee's position or in any

other position to which the agency could reassign the employee in the same

commuting area and without a reduction in pay (taking into account benefits

under subchapter VI of chapter 53 of title 5 United States Code), is en-
titled to disability benefits under this section.

Subsection (b) of this section provides that an employee who is entitled

to disability benefits by virtue of meeting the definition in section 223 of

the Social Security Act is to be paid benefits by the Office of Personnel
Management equal to 60 percent of the employee's monthly rate of basic pay
immediately prior to separation for disability, with that rate increased

annually by the Office based on the percentage change in the Consumer Price

Index. It also requires the reduction of such disability benefits by the
full amount of any disability benefits received by the employee under the
Social Security Act.
because of a determination by the Office of inability, because of disease
or injury, to perform useful and efficient service in the employee's
position, the subsection requires payment by the Office each month of
benefits equal to 40 percent of the employee's monthly rate of basic pay
immediately prior to separation for disability, with that rate increased

annually by the Office based on the percentage change in the Consumer
Price Index.

Subsection (c) of this section provides that disability benefits under
this section commence on the first day of the first month beginning six

months after the employee ceases, because of the disability, to perform
useful and efficient service. :

Subsection (d) of this section provides that disability benefits for an
employee who is entitled on the basis of the Social Security definition
of disability shall terminate on the earlier of the last day of the month
in which the employee either becomes 65 years of age or is determined to
no longer fall within the Social Security definition of disability. It
also specifies that disability benefits for an employee who is entitled
because of a determination of inability to perform useful and efficient
service by the Office of Personnel Management shall terminate on the
earliest of the last day of the month in which (1) the employee becomes
65 years of age, (2) the Office finds the employee medically recovered
from the disability, (3) the Office determines that the employee has
recovered earning capacity on the basis of evidence that the employee has
been working with earnings reasonably comparable to those of the position
the employee left due to disability, or (4) the employee is either re-
employed by the former employing agency in a position in the same commut-
ing area with earnings comparable to the position the employee left due
to disability, or declines an offer of reenployment in such a position.
In addition, subsection (d) bars the payment of disability benefits for
any month during which the employee does not cooperate with any required

medical examinations or course of treatment or fails to provide informa-
tion under regulations of the Office.

Sanitized Copy Approved for Release 2011/03/11 : CIA-RDP88G00186R001201590017-0

For a employee who is entitled to disability benefits



;" | i | oy
LS| Y M 3 1 1 1 | L

* Sanitized Copy Approved for Release 2011/03/1 1: CIA-RDP88G00186R001201590017-0

i

v ' N N
¥ T

o =5- 5
Subsection (e) of this section requires the Social Security Administratioﬁ,‘
notwithstanding any other provision of law, to provide the Office of . |..
Personnel Management with any information it:requires‘1n§administering
this section. © = . oot o % R .

1

'Sé¢t10n 8356.'“Earii‘ﬁefireﬁént”’

. ERUE R L SR by ' i
Subsection (a) of this section provides that a covered employee who is an|
L . air traffic controller is subject to mandatory separation in accordance
~ f with section 8335(a) of title 5, United States Code, andﬁd_cévereduemployée
. who is a law enforcement officer or a firefighter is subjectfto mahdatoryf
separation in accordance with section 8335(b) of that title., It also speci-
. fies that section 8335(d) of that title, relating to Preéidential‘gxemptiéns;'
~applies to employees covered by this section. » b ) o .
. Subsection (b) of this section provides that an air
‘enforcement of ficer, or firefighter who separates a
'such employment (including any combination of such
monthly payments from the Office of Personnel Manag
. mined by the Office to reasonably approximate the monthly Social Security... o
“benefits the individual would receive on the basis of such employment if the -
individual were age 62. It also specifies that the amount of such monthly -
payments shall be increased anmually by the Office on the basis of the per—
' centage -change in the Consumer Price Index. - : Lo o

H

.trafﬁip éontroller,'law o
fter éompleting{ZO.yeats of
employment) 1is entitled to
ement |in an amount deter-

[

Subsection (c) of this section provides that payments under this section ;
commence on the later of the ‘first day of the month afte%‘thé'unnth in
which ‘the employee or former employee becomes age 50 or the first day of
the month after the month in which the employee separates from employment:
under the Federal Employees' Retirement System. Itvalsoﬁspecifies~that :

such benefits end on the' last day of the month in which the former employee
becomes age 62. . . - .. . ’ o R : ; ,

i

"VvSec;ion 83$7._ FederalAEmployeeé' Saﬁings Plan -

S i i Y R
Subsection (a) of this section establishes a Federal Employees’ Savings E
Plan under which an employee covered by the Federal Employees' Retirement.

- System may contribute, by means of allotments from pay, &p to $5,000 per -

- year to.the employee's account in the Plan. Contributions to the Plan

must be deposited in‘theiTreasury to the credit on the Féderal Emp1°Yees.?
‘. Retirement.Fund. . . ) : : o

¢

‘Subsection (b) of this séction provides that amount contributed to- the ?
Federal Employees' Savings Plan are not to be included iﬁ the gross |
~ income of the employee for the purposes of title 26, Uniﬁed States‘Code,'l
. relating to internal revenue. ' - Pl !
Subsection (c) of .this section provides that an employee's account’ balance
in the Federal Employees' Savings Plan is available for distribution in |
. the same manner as an individual retirement account under section 408 of
' . title 26, United States Code, and any distribution shall be treated for the
‘ - purposes of that title as if it were a distribution from 'an individual '
~ retirement account. ... . , S o
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Section 8358. Federal Employces' Retirement Fund

Subsection (a) of this section establishes within the Civil Service
Retirement and Disability Fund in the Treasury of the United States a
Federal Employees' Retirement Fund, which includes agency contribu-
tions under section 8353 of title 5, United States Code, employee
savings under section 8357 of that title, and interest earned by the
Fund. It also makes the Fund available for payment of benefits, dis-
tributions, and expenses of the Office of Personnel Management in
administering subchapter IV of chapter 83 of title 5, United States
Code, without regard to the limitation in section 8348(a)(2) of title 5.

Subsection (b)(1) of this section requires the Office of Personnel
Management to determine, before the beginning of each figcal year, the
normal cost, stated as a percentage of wages, of: (A) survivor benefits
under section 8354(e) of title 5, United States Code, to the extent such
cost exceeds the value of deceased employees' accounts, (B) disability

8 incurred by the
Office in administering the Federal Employees' Retf{rement System. It
further specifies that in making such determinations the Office must

benefits, disability benefits, and administrative expenses. The Office

is then authorized to vary the normal cost so determined on an agency-by-
agency basis if the Office finds it appropriate because of differences in
rate of disability between agencies. Subsection (b)(2) further requires
the Office to determine, before the beginning of each fiscal year, the
normal cost, stated as a percentage of wages, of payments under section
law enforcement officers, and
firefighters. Each agency employing an employee who ig covered by the
Federal Employees' Retirement System is required to contribute to the Fund,
in addition to amounts provided in section 8353(a) of title 5

Section 8359, Administtatiqg; regulations

Subsection (a) of this section requires the Office of Personnel Manage-
ment to administer subchapter IV of chapter 83 of title 5, United States
Code, and to issue such regulations and perform or cause to be performed
such acts as are necessary and proper to carry out that subchapter. 1In
addition, the Office 1is authorized to enter into contracts, without
regard to section 5 of title 41, United States Code, or other statute
requiring competitive bidding, for the performance of any of the func-
tions for which the Office ig responsible under that subchapter.
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Subsection (b) of this section requires claims to be in such form as the
Office of Personnel Management may dictate and requires agencies to
support such claims with such certification as the Office decides is
needed to determine the rights of applicants. 1In addition, the Office
or its designee is required to adjudicate all claims.

Subsection (c) of this section provides in paragraph (1) that, except
as otherwise provided in paragraph (2) of this subsection or in other
Federal laws, the money referred to in subchapter IV of chapter 83 of
title 5, United States Code, is not assignable in law or equity, or
subject to execution, levy, attachment, garnishment, or other legal
process. It then provides in paragraph (2) that, notwithstanding

any other provision of that subchapter, the Office shall regulate

to provide rights and benefits for spouses and former spouses con-

sistent with those provided under subchapter III of chapter 83, of
title 5, United States Code.

Subsection (d) of this section provides that recovery of overpayments
will be made under regulations of the Office of Personnel Management,
which may include reduction of subsequent payments to the overpaid
individual. It also permits waiver of recovery if the Office deter-
mines, in 1ts sole discretion and under procedures it determines to
be appropriate, that the individual is not at fault and that recovery
would be contrary to equity and good conscience.

Subsection (e) of this section provides that the Office will consult
with the same Board of Actuaries that advises on the Civil Service

Retirement System on the actuarial status of the new Federal Employees*
Retirement System.

Subsection (f) of this section permits the Office of Personnel Manage-
ment to bring under the Federal Employees' Retirement System any
individual who was covered by the Civil Service Retirement System and
who elects in writing before January 1, 1987, to transfer.
of determining coverage under Social Security and Civil Serv
went, it also deems an individual who so elects to have firs
employed by the United States after December 31, 1983.
the transfer and crediting to such employee's account under section
8354(a) of title 5, United States Code, of the individual's contribu-
tions, matching agency contributions, and interest on both, under the
Civil Service Retirement and Disability System. In addition, the
pre-transfer service of such an individual would be deemed qualifying
employment for the purposes of determining entitlement to Social
Security disability and survivors' benefits.

For purposes
ice Retire-
t become

It requires

Subsection (g) of this section deems the Federal Employees' Retirement

System a qualified plan for the purposes of title 26, United States
Code, relating to internal revenue.

Subsection (2)(b) of the Act amends t
United States Code, to conform to the
section 2.

he analysis of chapter 83 of title 5,
amendments made by subsection (a) of
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Subsection (2)(c) of the Act amends section 8331 of title 5, United

States Code, to exclude from the Civil Service Retirement S;stem an
employee covered by the Social Security Act by reason of having become
employed by the United States after December 31, 1983, and to include
only those Members of Congress who gave written notice prior to January 1
1984, of their desire to be covered, so long as such election ro.auma:l.msty ’

continuously in effect and the Member does not elect to t
coverage under section 8359(f) of title 5. erminate such

Section 3 of the Act amends section 8901(3)(A) of title 5, United States
Code, to authorize coverage under the Federal Employees Health Benefits
Program of annuitants who are under the Federal Employees' Retirement
System, under the same conditions as apply to annuitants under other

Federal retirement systems. Section 4 of the Act brings under the Federal

Employees' Retirement System an employee who had been covered by the Civil

Service Retirement System under section 203(a)(1) of Public Law 98-168 but
who was not employed by the Government on December 31, 1983. It also pro-
vides for the transfer to the Federal Employees' Retirement Fund to the
credit of the employee's account any contributions made by the employee
under section 204(a) of that Public Law, the amount of the agency coztri-
bution under section 205(b) of that Public Law, the amount of any
contribution deficiency with respect to that employee under section 205

of that Public Law, and an amount determined by the Office of Personnel
Management to represent the interest such money earned while under the
Civil Service Retirement and Disability System. In addition, such employ-
ee's Government service on and after January 1, 1984, is dee;ed employmezt
under the Federal Employees' Retirement System for the purposes of sub-
chapter IV of chapter 83 of title 5, United States Code.

Section 5 of the Act requires the Office of Personnel M

determine the unfunded 1liability (including the effectsazigzzi:;et;ay
increases and future cost-of-1living adjustments) of the Civil Service
Retirement System, and to notify the Secretary of the Treasury of the
amounts necessary to amortize that unfunded liability in 40 equal
annual installments. The Secretary is then required, on September 30
1987, and at the end of each fiscal year thereafter, to make such a ’
payment until the unfunded liability has been paid. The Office is also

authorized to adjust the amount of the annual install
actuarial gains and losses. ment to reflect

Section 6 of the Act makes the amendments b
on January 1, 1986. It also requires the Secreta

ry of the Treasur
advance to the Office of Personnel Management such moneys as theu 7 e
Director may require in making administrative arrangements for the
Federal Employees' Retirement System, with such money to be repaid
before January 1, 1996, including interest specified by the Secretary,

:utdof administrative expense money in Federal Employees' Retirement
und.

y sections 2 and 3 effective
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